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RE:  Arizona Public Service Company Fransmmission Cos ustor ("TCA") Charges
Docket No. E-01345A-11-0224

Pursuant to Decision Nos. 73262 and 73183, Arizona Public Service Company submits
its calculated TCA rates, including all supporting data. This rate will go into effect with
the first billing cycle in June 2015 (without proration), unless otherwise ordered by the
Commission. The TCA rates will remain in effect for the subsequent 12-month period.
APS estimates that the new TCA rates would decrease overall retail revenues by $7.1
million annually.

The Open Access Transmission Tariff ("OATT”) rates are approved by the Federal
Energy Regulatory Commission (“FERC”) and are designed to recover transmission
costs from users of APS transmission facilities. The OATT rates are calculated and
reset annually through use of a FERC approved formula. APS recovers its transmission
costs, reflected by the FERC approved OATT rate, through the sum of two distinct rate
components; (1) a transmission charge embedded in base rates established in APS’s
last rate case and (2) the TCA charge which accounts for changes in the OATT rate
between APS rate cases.

Included within this compliance filing are the following attachments:

1. Attachment A - a non-redlined version of the new Adjustment Schedule
TCA-1 Revision No. 11.

2. Attachment B - a redlined version of the new Adjustment Schedule TCA-
1 Revision No. 11.

3. Attachment C - the numerical inputs used to develop the new TCA-1
rates.

4, Attachment D - the estimated monthly bill impacts of the new TCA-1
rates.
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5. Attachment E - a table illustrating the percentage demand of each of
the classes for the 2013 OATT and 2014 OATT as filed with FERC.,

6. Attachment F - a table illustrating the transmission cost embedded in
base rates, the current and proposed TCA rates, and the differences in

the current and new rates.

7. Attachment G - actual and estimated transmission additions, dollars and
estimated O&M for calendar years 2014 through 2016.

8. Attachment H - APS’s Annual Update of transmission service rates
pursuant to the APS OATT as filed with FERC.,

If you have any questions regarding this information, please contact Stefanie Layton at
(602) 250-4541.

Sincerely,

Lisa Malagon

LM/gad
Attachments

cc: Steve Olea, Arizona Corporation Commission
Maureen Scott, Arizona Corporation Commission
Ranelle Paladino, Arizona Corporation Commission
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ADJUSTMENT SCHEDULE TCA-1

o aps TRANSMISSION COST ADJUSTMENT

APPLICATION

The Transmission Cost Adjustment (“TCA”) charge shall apply to all Standard Offer retail electric schedules. All
provisions of the customer’s current applicable rate schedule will apply in addition to this charge.

ANNUAL ADJUSTMENT

Standard Offer rate schedules covered by this charge include a transmission component of base rates that was
originally established at $0.00476 per kilowatt-hour in accordance with A.C.C. Decision No. 67744. Decision No.
67744 also established the TCA. Decision No. 69663 modified the collection of transmission costs in retail rates to
tie to the costs found in the FERC approved Open Access Transmission Tariff.

RATE

The charge shall be applied as follows:

Customer Class TCA Charge
Residential . $0.006565/kWh
General Service 20 kW or less $0.002954/kWh
General Service over 20 kW, under 3,000kW | $0.947/kW
$1.177/kW

General Service 3,000 kW and over

ARIZONA PUBLIC SERVICE COMPANY
Phoenix, Arizona

Filed by: Charles Miessner

Title: Manager, Regulation and Pricing
Original Effective Date: April 1, 2005

Page 1 of 1

A.C.C. No.5889

Cancelling A.C.C. No. 5867
Adjustment Schedule TCA-1
Revision No. 11

Effective: June 1, 2015
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ADJUSTMENT SCHEDULE TCA-1

o aps TRANSMISSION COST ADJUSTMENT

APPLICATION

The Transmission Cost Adjustment (“TCA”) charge shall apply to all Standard Offer retail electric schedules. All
provisions of the customer’s current applicable rate schedule will apply in addition to this charge.

ANNUAL ADJUSTMENT

Standard Offer rate schedules covered by this charge include a transmission component of base rates that was
originally established at $0.00476 per kilowatt-hour in accordance with A.C.C. Decision No. 67744, Decision No.
67744 also established the TCA. Decision No. 69663 modified the collection of transmission costs in retail rates to
tie to the costs found in the FERC approved Open Access Transmission Tariff.

RATE

The charge shall be applied as follows:

Customer Class TCA Charge
Residential $0.0065650-007003/kW
h
General Service 20 kW or less $0.0029546-0026 0/kW
h
General Service over 20 kW, under 3,000 kW $0.9470822/kW
General Service 3,000 kW and over $1.177H4L64/kW
ARIZONA PUBLIC SERVICE COMPANY v A.C.C. No.3¥675889
Phoenix, Arizona Cancelling A.C.C. No. 58343367
Filed by: Charles Miessner Adjustment Schedule TCA-1
Title: Manager, Regulation and Pricing Revision No, +61 |
Original Effective Date: April 1, 2005 Effective: +enet—2044June 1, 2015
Page 1 of 1
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Attachment C
Page 1 of 1
TCA Rate Calculation - Plan of Administration
GS > 20 kW
Line Service Type Residential GS<20 kW and < 3MW GS>3 Mw
$/kWH $/kWh $/kwW $/kw
(A) (B) (C) (D)
1. |NITS 0.010735 0.006354 2.217504 2598174
2. |Scheduling 0.000069 0.000056 0.0208 0.0236
3. |Regulation & Frequency 0.000267 0.000217 0.0813 0.0819
4. [Spinning Reserve 0.000618 0.000502 0.1879 0.2124
5. |Operating Reserve ~0.000078 0.000064 0.0238 0.0269
6. |Energy Imbalance 0.000000 0.000000 0 v 0
7. Total (Lines 1 thru 7) 0.011767 0.007193 2.531304 2952974
8. ]Included In Retail Base Rates| 0.005202 0.004239 1.5848 1.7758
9. |TCA(Line 7) - (Line 8) 0.006565 0.002954 0.947 1177
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Attachment E

. Page 10f 1

Class Coincident Peak Demand
2013 2014
Class MW % of Coincident Demand Mw % of Coincident Demand

Residential 3643.2 63.31% 3363.8 60.55%
General Service < 3MW 1734.6 30.14% 1801.9 32.43%
General Service > 3 MW 376.5 6.54% 390.0 7.02%
Total 5754 2 100.00% 5565.7 100.00%
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ATTACHMENT H




’) a Javier Arambula
b Manager, Federal Regulation
Mail Station 9712
P.0. Box 53999
Phoenix, AZ 85072-3999

Tel 602-250-2497
Javier. Arambula@aps.com

May 15, 2015

VIA T FILING

The Honorable Kimberly D. Bose, Secretary
Federal Energy Regulatory Commission
888 First Street, N.E.

Washington, DC 20426

Re: Informational Filing - Arizona Public Service Co.; Docket No. ER11-3638-000
Dear Secretary Bose:

Arizona Public Service Company ("APS") submits this informational filing of its Annual
Update of formula transmission service rates pursuant to the APS Open Access
Transmission Tariff ("OATT"). This annual update provides the information required by
the implementation protocols in effect under Attachment H-2 of the APS OATT. The
updated rates have been posted to the APS Open Access Same Time Information System
("OASIS”") and notice has been provided as required in the implementation protocols.®

APS has reduced the revenue requirements by $4,774,618 associated with the corrected
load allocation related to the Energy District Number 3, as discussed in footnote 11 in
APS’s transmittal letter in Docket No. ER15-710-000, dated December 23, 2014. The
revised rates take effect on June 1, 2015 and will remain in place until May 31, 2016.
Please contact Stefanie Layton at (602) 250-4541 with any questions regarding this
Annual Update informational filing.

Sincerely,
o
ier Arambula
¥anager, Federal Regulation

Attachments

Cc: Steve Olea, Arizona Corporation Commission
Maureen Scott, Arizona Corporation Commission
Charles Hains, Arizona Corporation Commission
Dave Tenney, Arizona Residential Utility Consumer Office
Daniel Pozefsky, Arizona Residential Utility Consumer Office

! In light of recent activity regarding formula rate protocols, APS is in the process of reviewing its protocols for
potential improvements.
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Arizona Public Service Company

FERC Form 1 Page # or

Formula Rate -- Appendix A Notes Instruction
Shaded cells are input cells
Wages & Salary Allocation Factor

Transmission Wages Expense p354.21b 18,9018

2 Total Wages Expense p354.28b 384,051,137

3 Less A&G Wages Expense p354.27b 99,712,299

4 Total (Line 2 -3) 284,338,838

5 Wages & Salary Allocator _(Line1/4) 6.6476%

Plant Allocation Factors

Electric Plant in Service (Note B) Attachment 5 15,840,948,612

7 Total Plant In Service (Sum Line 6) 15,840,948,612

8 Accumulated Depreciation (Total Electric Plant) Attachment 5 6,173,357,274

9 Total Accumulated Depreciation (Line 8) 6,173,357,274

10 Net Plant (Line 7 -9) 9,667,591,338

1 Transmission Gross Plant (Line 22 - Line 38 2,376,759,507

12 Gross Plant Allocator (Line11/7) 15.0039%

13 Transmission Net Plant

1,631,028234

(Line 32 - Line 38)

14 Net Plant Allocator

(Line 13/10)

16.8711%

Plant In Service (Note O)

15 Transmission Plant In Service (Note B) Attachment 5 2,201,581,299
16 New Transmission Plant Additions for Current Calendar Year (weighted by months in service) Attachment 6 127,854,460
17 Total Transmission Plant In Service (Line 15 + 16) 2,329,435,759
18 General & Intangible Attachment 5 1,399,767,313
19 Total General (Line18) 1,399,767,313
20 Wage & Salary Allocation Factor (Line 5) 6.64765%
21 General Plant Allocated to Transmission (19 *20) 93,051,574
22 TOTAL PI:M In Service (Line 17 + 21) 2,422,487,333
Accumulated Depreciation
23 Tr issi D¢ iati (Note B) Attachment 5 689,158,219
24 Accumulated Depreciation for Transmission Plant Additions for Current Rate Year Attachment 6 849,268
25 Total Transmission Accumulated Depreciation (Line 23 + Line 24) 690,007,487
26 Accumulated General Depreciation Attachment 5 185,750,193
27 Accumulated Intangible Depreciation Attachment 5 652,498,217
28 Total Accumulated Depreciation (Sum Lines 26 to 27) 838,248,410
29 Wage & Salary Allocation Factor (Line 5) 6.6476%
30 General Allocated to Transmission (Line 28 * 29) 55,723,786
31 TOTAL Accumulated Dogrocilﬁon (Line 25 + 30) 745,731,273
32 TOTAL Net PrnEﬂ, Plant & Equipment (Line 22 -31) 1,676,756,060
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33
34

35

37

39
41

42
43

47
48
49
50

51

Accumulated Deferred Income Taxes

ADIT net of FASB 106 and 109 Attachment 1 -431,453,326
Accumulated Deferred Income Taxes Allocated To Transmission (Line 33) -431,453,326
Transmission O&M Reserves
Total Balance Transmission Related Account 242 Reserves Enter Negative Attachment 5 ~7,595,588
Prepayments
Prepayments (Note A) 7,256,174
Total P toT (Line 36) 7,256,174
Land Held for Future Use (Note C) p214 45,727,826
Materials and Supplies
Undistributed Stores Exp (Note A) p227.6c & 16.c -666,160
Wage & Salary Allocation Factor (Line 5) 6.6476%
Total Transmission Allocated (Line 39 * 40) -44,284
Transmission Materials & Supplies p227.8¢c 30,450,516
Total & i Il to T (Line 41 + 42) 30,406,232
Cash Working Capital
Operation & Maintenance Expense (Line 72) 67,242,783
Zero Cash Working Capital Zero 0.0%
Total Cash Working Capital Allocated to Transmission (Line 44 * 45) 0
Network Credits
Outstanding Network Credits (Note N) Attachment 5 17,112,576
Less Accumulated Depreciation Associated with Facilities with Outstanding Network Credits (Note N Attachment 5 1,369,725
Net Outstanding Credits (Line 47 - 48) 15,742,851
TOTAL Adiultmcnt to Rate Base (Line 34 + 35+ 37 + 38 + 43 + 46 - 49 ) -371,401,533
1,305,354,528

Rate Base

(Line 32 + 50)

oRM L e R S A R T R e e S e

52
53
54

65
66

67
68
69
70
7

72

Transmission O&M

Transmission O&M p321.112.b 79,637,909

Less Account 565 21.96.b 27,191,422
Transmission O&M (Line 52 - 53) 52,446,487

Allocated General Expenses

Total A&G p323.197.b 192,117,559

Less PBOP Adjustment Attachment 5 -6,432,883

Less Property Insurance Account 924 p323.185b 5,438,796

Less Regulatory Commission Exp Account 928 (Note E) p323.189b 17,228,362

Less General Advertising Exp Account 930.1 p323.191b 8,390,441

Less EPRI Dues (Note D) 352-353 0
General Expenses (Line 55) - Sum (56 to 60) 167,492,843
Wage & Salary Allocation Factor (Line 5) 6.6476%
General E toTi (Line 61 * 62) 11,134,331

Directly Assigned A&G

Regulatory Commission Exp Account 928 (Note G) Attachment 5 2,744,381
General Advertising Exp Account 930.1 (Note K) Attachment 5 0
Subtotal - Transmission Related (Line 64 + 65) 2,744,381
Property Insurance Account 924 p323.185b 5,438,796
General Advertising Exp Account 930.1 (Note F) Attatchment 5 0
Total (Line 67 + 68) 5,438,796
Net Plant Allocation Factor (Line 14 16.8711%
A&G Directly Assigned to Transmission (Line 69 * 70) 917,584
Total Transmission O&M (Line 54 + 63 + 66 + 71) 67,242,783

|ogiecaticn & AiorFaationtExpaniss_ T T T R SR L T b A R T e ]

73
74
75

81

Depreciation Expense (Note P)

Transmission Depreciation Expense p336.7f 45,134,739
New plant Depreciation Expense 6 2,782,850
Total Ti Dx iatil (Line 73 + Line 74) 47,917,589
General Depreciation p336.10f 36,088,384
Intangible Amortization (Note A) p336.1f 53,011,286
Total (Line 76 + 77) 89,099,670
Wage & Salary Allocation Factor (Line 5) 6.6476%
General D ion Alle toT (Line 78 * 79) 5,923,031
Total Transmission Depreciation & Amortization (Line 75 + BO! 53,840,619
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82 Taxes Other than Income Attachment 2 32,579,809
83 Total Taxes Other than Income (Line 82' 32,579,809

Return

Capitalization Calculations

Long Term Interest

84 Long Term Interest p117.62c through 67c 187,439,063
85 Long Term Interest (Line 84) 187,439,063
86 Preferred Dividends enter positive p118.29¢ 0
Common Stock
87 Proprietary Capital p112.16c 4,478,245,279
88 Less Preferred Stock enter negative (Line 96) 0
89 Less A Other C ive Income Account 219 enter negative p112.15¢ 48,332,631
920 Less Account 216.1 enter negative _p112.12¢ 0
91 Common Stock (Sum Lines 87 to 90) 4,526,577,910
Capitalization

92 Long Term Debt p112.18c through 23c 3,303,942,901
93 Less Loss on Reacquired Debt enter negative p111.81c -17,845,003
94 Plus Gain on Reacquired Debt enter positive p113.61c 371,685
95 Total Long Term Debt (Sum Lines 92 to 94) 3,286,469,583
96 Preferred Stock p112.3c

97 Common Stock (Line 91) 4,526,577,910
98 Total Capitalization (Sum Lines 95 to 97) 7,813,047,493
99 Debt % (Line 95/ 98) 2%
100 Preferred % (Line 96 / 98) 0%
101 Common % (Line 97 / 98) 58%
102 Debt Cost (Line 85/ 95) 0.0570
103 Preferred Cost (Line 86 / 96) 0.0000
104 Common Cost (Note J) Fixed 0.1075
105 Weighted Cost of Debt (Line 99 * 102) 0.0240
106 Weighted Cost of Preferred (Line 100 * 103) 0.0000
107 Weighted Cost of Common (Line 101 * 104) 0.0623
108 Total Return (R) (Sum Lines 105 to 107) 0.0863
109 Investment Return = Rate Base * Rate of Return (Line 51 * 108) 112,615,371

Income Tax Rates

110 FIT=Federal Income Tax Rate o 35.00%
111 SIT=State Income Tax Rate or Composite (Note 1) 6.45%
112 p FIT deductible for SIT 0.00%
13 T = 1[(1-SIT) * (1-FIMY(1-SIT * FIT * p)} 39.19%
114 T (1-T) 64.45%
ITC Adjustment (Note 1)

115 Amortized Investment Tax Credit enter negative p266.8f 0
116 T/(1-T) (Line 114) 64.45%
17 Net Plant Allocation Factor (Line 14) 16.8711%
118 ITC Adj toTi i (Line 115* (1 + 116) * 117) 0
119 Income Tax Component = [Line 114 * 109 * (14105 / 108))] 52,400,122

120 Total Income Tﬁu (Line 118 + 119) 52,400,122

Summary

121 Net Property, Plant & Equipment (Line 32) 1,676,756,060
122 Adjustment to Rate Base (Line 50) -371,401,533
123 Rate Base (Line 51) 1,305,354,528
124 0O&M (Line 72) 67,242,783
125 Depreciation & Amortization (Line 81) 53,840,619
126 Taxes Other than Income (Line 83) 32,579,809
127 Investment Retumn (Line 109) 112,615,371
128 Income Taxes (Line 120) 52,400,122

| 129 Gross Revenue Requirement (Sum Lines 124 to 128) 318,678,705
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Adj to Remove quil A i with T ion Facilities
130 Transmission Plant In Service (Line 15) 2,201,581,299
131 Transmission Facilities (Note M) Attachment 5 119,156,988
132 Included Transmission Facilities (Line 130 - 131) 2,082,424,311
133 Inclusion Ratio (Line 132/130) 94.59%
134 Gross Revenue Requirement (Line 129) 318,678,705
135 Adjusted Gross Revenue Requirement (Line 133 * 134) 301,430,741
Revenue Credits & Interest on Network Credits
136 Revenue Credits Attachment 3 21,208,305
137 Interest on Network Credits (Note N) Attachment 5 535,914
138 Net Revenue Requirement (Line 135 - 136 + 137) 280,758,350
Net Plant Carrying Charge
139 Net Revenue Requirement (Line 138) 280,758,350
140 Net Transmission Plant (Line 15 - 23) 1,512,423,080
141 Net Plant Carrying Charge (Line 139/ 140) 18.5635%
142 Net Plant Carrying Charge without Depreciation (Line 139-73)/ 140 15.5792%
143 Net Plant Camrying Charge without Depreciation, Return, nor Income Taxes (Line 139 - 73 - 109 - 120) / 140 4.6685%
Net Plant Carrying Charge Calculation per 100 Basis Point increase in ROE
144 Net Revenue Requirement Less Return and Taxes (Line 138 - 127 - 128) 115,742,857
145 Increased Return and Taxes Attachment 4 177,452,643
146 Net Revenue Requirement per 100 Basis Point increase in ROE (Line 144 + 145) 293,195,500
147 Net Transmission Plant (Line 15 - 23) 1,512,423,080
148 Net Plant Carrying Charge per 100 Basis Point increase in ROE (Line 146 / 147) 19.3858%
149 Net Plant Carrying Charge per 100 Basis Point in ROE without Depreciation (Line 146 - 73) / 147 16.4015%
150 Net Revenue Requirement (Line 138) 280,758,350
151 True-up amount Attachment 6 (15,460,077)
152 Plus any i ROE on 7 Attachment 7 -
153 Facility Credits under Section 30.9 of the APS OATT Attachment 5 -
154 Net ég}_usnd Revenue Rtgulnmont (Line 150 - 151 + 153) 265,298,272
Annual Point-to-Point Transmission Rate
155 Average of the 4 Summer CP (Note L) Network Transmission Peak Report 7,342,044
156 Annual Point-to-Point Transmission Rate (Line 154 / 155) 36.13
157 Average of the 8 Non-Summer CP (Note L) Network Transmission Peak Report 4,981,103
158 Implied Non-Si Re i ((Line 156/12)*8* Line 157) 119,991,830
159 Implied Summer Revenue Requirement (Line 138 - Line 158) 160,766,520
((Line 154- line 158/Line 155/4)*12) 59.37

160 Implied Annualized Summer Point-to-Point Transmission Rate
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161
162
163

Retail Transmission Rates

Residential {(kWh) Rate Design Worksheet 0.01074
Gen Serv < 3MW Without Demand Meters -Includes All Customers 20 kW and less (kWh) Rate Design Worksheet 0.00635
Gen Serv < 3MW (kW) Rate Design Worksheet 2218
Gen Serv > 3MW (kW) Rale Design Worksheet 2.598
Notes
A Electric portion only
B Exclude Construction Work In Progress expensed as O&M (rather than amertized). New Transmission plant
that is expected to be placed in service in the current calendar year weighted by number of months it is tobe i ice. New T ission plant
to be placed in service in the current calendar yaar that is not included in the Transmission Plan must be separately detailed on Aftachment 5.
For the Recanciliation, new transmission plant that was actually placed in service weighted by the number of manths it was actually in service
C Transmission Portion Only
D Al EPRI Annual Membership Dues
E Al Regulatory Commission Expenses
F Safety related advertising included in Account 930.1
G Regulatory Commission Expenses directly related to transmission service, RTO filings, or transmission siting itemized in Form 1 at 351.h.
| The currently effective income tax rate, where FIT is the Federal income tax rate; SIT is the State income tax rate, and p =
"the percentage of federal income tax deductible for state income taxes". If the utility mdudes taxes in more than one state, it must explain in
Attachment 5 the name of each state and how the blended or ite SIT was a utility that
elected to use amortization of tax credits against taxable income, rather than book tax aredlls lo Account No. 255 and reduce
rale base, must reduce its income tax expense by the amount of the Amortized Investment Tax Credit (Form 1, 266.8.f)
multiplied by {1/1-T). A utility must not include tax credits as a reduction to rate base and as an amortization against taxable income.
if the tax rates change during a calendar year, an average tax rate will be used - calculated based an the number of days each was effective in the calendar year.
J  ROE of 10.75%
K Education and outreach expenses relating to transmission, for example siting or billing
L Based on APS Network Transmission Peak Report
M Amount of ission plant from rates pef
N Outstanding Network Credits is the batance of Network Facilities Upgradss Credits due Transmission Customers who have made lump-sum payments
(net of iation) towards the ion of Network ission Facilittes i with F 657 of Order 2003-A.
Interest on the Network Credits as booked each yesr is added to the revenue requirement to make the Transmisison Owner whole on Line 137.
O AFUDC shall not be applied to the portian of a Network Upgrade for which the customer has provided the funds.
P Changes in depreciation or amostization rates must be filed with the Commission, as well as any new depreciation or amortization rates,
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Other Taxes

Plant Related

1 Transmission Personal Property Tax (directly assigned to Transmission)
2 Capital Stock Tax
3 Gross Premium (insurance) Tax

4 PURTA
5 Corp License

Total Plant Related

Labor Related

6 Federal FICA & Unemployment & state unemployment

Total Labor Related

Other Included

7 Miscellaneous

Total Other Included

Total Included

Currently Excluded
8 Use & Sales Tax
9 Adjust state and local tax reserve

10 Other Sales & Use Tax
11 Other Personal Property Tax (excluded)

21 Total "Other" Taxes (included on p. 263)

22 Total “Taxes Other Than Income Taxes" - acct 408.10 (p. 114.14)

23 Difference

Criteria for Allocation:

Arizona Public Service Company

Attachment 2 - Taxes Other Than Income Worksheet

Page 263 Allocated
Col (i) A A
Gross Plant Allocator
$ 30,812,814 100% $ 30,812,814
15.0039% $ o
15.0039% $ -
15.0039% $ -
15.0039% $ -
15.0039% $ -
30,812,814 30,812,814
Wages & Salary Allocator
26,580,756
26,580,756 6.6476% 1,766,995
Gross Plant Allocator
0
0 15.0039% 0
32,579,809
0
(851,298)
0
141,621,913

198,164,185

198,164,185

A Other taxes that are incurred through ownership of plant including transmission plant will be allocated based on the Gross Plant
Allocator. If the taxes are 100% recovered at retail they will not be included
B Other taxes that are incurred through ownership of only general or intangible plant will be allocated based on the Wages and Salary
Allocator. If the taxes are 100% recovered at retail they will not be included
C  Other taxes that are assessed based on labor will be allocated based on the Wages and Salary Allocator
D Other taxes except as provided for in A, B and C above, that are incurred and (1) are not fully recovered at retail or (2) are
directly or indirectly related to transmission service will be allocated based on the Gross Plant Allocator; provided, however, that
overheads shall be treated as in footnote B above
E Excludes prior period adjustments in the first year of the formula's operation and reconciliation for the first year
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Arizona Public Service Company

Attachment 3 - Revenue Credit Workpaper

Account 454 - Rent from Electric Property
1 Rent from Electric Property - Transmission Related (Note 3)
2 Total Rent Revenues (Sum Lines 1)

Account 456 - Other Electric Revenues (Note 1)
3 Scheduling, System Control & Dispatch (Ancillary Service)

4 Net revenues associated with Network Integration Transmission Service (NITS) for which the
load is not included in the divisor (Note 4)

5 Point to Point Service revenues for which the load is not included in the divisor received by Transmission Owner (Note 4)

6 Transitional Revenue Neutrality (Note 1)

7 Transitional Market Expansion (Note 1)

8 Professional Services (Note 3)

9 Revenues from Directly Assigned Transmission Facility Charges (Note 2)
10 Rent or Attachment Fees associated with Transmission Facilities (Note 3)

11 Gross Revenue Credits (Sum Lines 2-10)
12 Line 17g
13 Total Revenue Credits

Revenue Adjustment to determine Revenue Credit

14
Note 1: All revenues related to transmission that are received as a transmission owner (i.e.,
not received as a LSE), for which the cost of the service is recovered under this formula,
except as specifically provided for elsewhere in this Attachment or elsewhere in the formula will
be included as a revenue credit or included in the peak on line 171 of Appendix A.

15 Note 2: If the costs associated with the Directly Assigned Transmission Facility Charges are
included in the Rates, the associated revenues are included in the Rates. If the costs
associated with the Directly Assigned Transmission Facility Charges are not included in the
Rates, the associated revenues are not included in the Rates.

16
Note 3: Ratemaking treatment for the following specified secondary uses of transmission

assets: (1) right-of-way leases and leases for space on transmission facilities for
telecommunications; (2) transmission tower licenses for wireless antennas; (3) right-of-way
property leases for farming, grazing or nurseries; (4) licenses of intellectual property (including
a portable oil degasification process and scheduling software); and (5) transmission
maintenance and consulting services (including energized circuit maintenance, high-voltage
substation maintenance, safety training, transformer oil testing, and circuit breaker testing) to
other utilities and large customers (collectively, products). Company will retain 50% of net
revenues consistent with Pacific Gas and Electric Company, 90 FERC  61,314. Note: in order
to use lines 17a - 17g, the utility must track in separate subaccounts the revenues and costs
associated with each secondary use (except for the cost of the associated income taxes).

17a Revenues included in lines 1-11 which are subject to 50/50 sharing.

17b Costs associated with revenues in line 17a

17c Net Revenues (17a - 17b)

17d 50% Share of Net Revenues (17c/2)

17e Costs associated with revenues in line 17a that are included in FERC accounts recovered
through the formula times the allocator used to functionalize the amounts in the FERC account
to the transmission service at issue.

17f Net Revenue Credit (17d + 17e)

179 Line 17f less line 17a

18 Note 4: If the facilities associated with the revenues are not included in the formula, the

revenue is shown here but not included in the total above and is explained in the Cost Support;
for example revenues associated with distribution facilities.

19 Amount offset in line 4 above

20 Total Account 454 and 456

Composite Tax Rate

9,443,825
9,443,825

1,993,717 p398 line 1 column g

9,216,508

183,806
1,218,433

22,056,289
(847,984)
21,208,305

1,218,433
477,534
740,899
370,449

370,449
(847,984)

22,056,289

39.19%
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Arizona Public Service Company

Attachment 4 - Calculation of 100 Basis Point Increase in ROE

A 100 Basis Point increase in ROE and income Taxes Line 12 + Line 23 177,452,643
B 100 Basis Point increase in ROE 1.00%
Return Caicuiation

1 Rate Base Appendix A, Line 51 N 1,305,354,528
2 Debt % Appendix A, Line 99 42.1%
3 Preferred % Appendix A, Line 100 0.0%
4 Common % Appendix A, Line 101 57.9%
5 Debt Cost Appendix A, Line 102 5.70%
6 Preferred Cost Appendix A, Line 103 0.00%
7 Common Cost . Appendix A % plus 100 Basis Pts Appendix A, Line 104 + 1% 11.75%
8 Weighted Cost of Debt Appendix A, Line 105 0.0240
9 Weighted Cost of Preferred Appendix A, Line 106 -

10 Weighted Cost of Common Line 4 ° Line 7 0.0681
11 Total Return (R) Sum Lines 8 to 10 0.0921
12 Investment Return = Rate Base * Rate of Return Line 11 * Line 1 120,178,091

Composite ncame Taxes
Income Tax Rates
13 FIT=Federal Income Tax Rate Appendix A, Line 110 35.00%
14 SIT=State Income Tax Rate or Composite Appendix A, Line 111 6.45%
15 p (percent of federal income tax deductible for state purposes) Appendix A, Line 112 0.00%
16 T =1-{[(1-8SIM*(1-FIT)]/(1-SIT*FIT*p)} = Appendix A, Line 113 39.19%
17 T/ (1-T) Appendix A, Line 114 64.45%
ITC Adjustment
18 Amortized Investment Tax Credit Appendix A, Line 115 -
19 1/(1-T) Appendix A, Line 116 64.4534%
20 Net Plant Allocation Factor Appendix A, Line 117 16.8711%
21 ITC Adjust t Allocated to Transmission Appendix A, Line 118 0
22 Income Tax Component = CIT=(T/1-T) ® Investment Return * (1-(WCLTD/R)) = Line 17*Line 12*(1-(Line 8/Line 11)} 57,274,552

23  Total Income Taxes Line 21 + 22" 57,274,552
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Page 25 of 29
WORKSHEET - 2 Retail Allocation
2014
June July August September
ADJ. ADJ. ADJ. ADJ.
PEAK PEAK PEAK PEAK
CONTRIB CONTRIB CONTRIB CONTRIB
Line # CLASS (MwW) (MW) (MW) (MW) 4ACP
1 RESIDENTIAL E-12 908.8 981.9 906.6 790.0
2 RESIDENTIAL ET-1 ©625.3 718.1 682.6 561.7
3 RESIDENTIAL ECT-1 173.5 198.6 188.1 156.9
4 RESIDENTIAL ET-2 1050.3 1222.3 1215.1 1010.8
5 RESIDENTIAL ECT-2 477.4 553.8 557.3 460.7
6 RESIDENTIAL ET-SP 3.5 4.1 45 3.2
7 TOTAL RESIDENTIAL (SUM LINES 1-6) 32388 3678.8 3554.2 2983.3 3,363.8
GENERAL SERVICE <3MW
8 E-20 6.6 11.6 101 7.3
9  E-221(Water Pumping Service) 449 42.3 36.1 37.0
10  E-32TOU (0-100 kW) 47 56 49 5.1
11 E-32TOU (101-400 kw) 10.0 10.9 9.6 10.0
12 E-32TOU (401+ kW) 33.2 329 33.0 322
13 E-32(0-100 kW) 754.7 810.7 694.6 837.8
14 E-32(101-400 kW) 506.5 554.4 455.8 529.1
15 E-32(401+ kW) 380.2 447.0 371.6 402.6
16  GSSSCHTOU 14.2 16.7 123 26.1
17 MEXICO TAP < 3 MW 1.4 1.3 0.4 2.1
18 TOTAL GENERAL SERVICE <3MW (SUM 8-17) 1756.4 1933.4 1628.4 1889.3 1,801.9
GENERAL SERVICE >3MW
19 E34 1331 143.5 1248 1321
20 E-35 256.4 248.8 2291 253.8
21 E-36 0.0 0.0 0.0 0.0
22 SPECIAL 5.0 9.8 1.2 49
23 _MEXICO TAP > 3 MW 43 44 40 46
24 TOTAL GENERAL SERVICE >3MW (SUM 19-23) 398.8 406.5 359.1 395.4 390.0
25 STREETLIGHTS 0.0 0.0 0.0 0.0 0.0
26 DUSK TO DAWN 0.0 0.0 0.0 0.0 0.0
27 SRP FRINGE CUSTOMER LOAD 20 18 19 1.7 1.9
28 LOSSES 712.0 804.0 739.3 674.6 732.5
29 Total System Load 6108.0 6824.5 6282.9 5944.3 6,289.9
RETAIL
TRANSMISSION
REVENUE
REQUIREMENT PERCENTAGE
30 TOTAL RESIDENTIAL (LINE 7) 3238.8 3678.8 3554.2 2983.3 3,363.8 $137,613,187 60.55%
31 GENERAL SERVICE 3 MW & GREATER
32 E-34 133.4 143.5 124.8 1321
33 E-35 256.4 248.8 2291 253.8
34  MEXICO TAP > 3 MW 43 44 4.0 46
35 SPECIAL 50 9.8 1.2 49
36 E-36 0.0 0.0 0.0 0.0
37 TOTAL 3 MW & GREATER (LINE 24) 398.8 406.5 359.1 395.4 390.0 $15,952,988 7.02%
38 GENERAL SERVICE LESS THAN 3 MW
39  RETAIL TARIFFS 1755.0 19321 16280 1887.2
40 MEXICO TAP < 3 MW 1.4 1.3 0.4 2.1
41  TOTAL LESS THAN 3 MW (LINE 18) 1756.4 19334 1628.4 1889.3 1,801.9 $73,715,323 32.43%
42 Total 5394.0 6018.7 5541.7 5268.0 5,555.6 $227,281,497 100.00%
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Worksheet 4 - Revenue Credits

Account 454 - Rent from Electric Property

$ Included on
Description Amount Attachment 3
[SCE 500kv Line 9,236,077 9,236,077
Jattachment Fees for joint Pole Use 892,077
Land and miscellaneous 177,098
Other 259,396 207,747
[Total 10,564,645 9,443,825
[Total 12ME Account 454 10,564,649
[Difference (must be zero} -
Account 456 - Other Electric Revenues
¥ 4 Included on
Description Amount Attachment 3
PCS project K 2,629,500 1,218,433
Revenue from Terminated Contract - PacifiCorp 2,000,000
Facility Charges 710,904
Fuel il loading 876,120
IYucca Management Fee 627,288
Participant Station Power Revenue 136,363
Effiuent water rights 645,001
Gila River Admin Fee 100,000 100,000
Salt River Project 68,080 68,080
Mead-Phoenix O&M 15,726 15,726
Isales for Resale {759,784)
|Surepay and Autopay Discount {1,509,350)
Other 221,275
[Total 5,882,123
[Total Account 456 (p300,21.b.) 5,882,123
“Dilference {must be zero) (]
Account 456.1 - Revenues from Transmission of Electricity of Others
Sum of Amount Type
Included in Network Trans
wvisor (Y or  $Inciudedon  Peak Report Line
BOD 1E Other Graes Totad N) Atiacrmentd  #
Ajo tmprovement S 104,420.00 $ 56310 $ - Ts 160,730 ¥ $ - 1
Central Arizona Project 5 1,607,923.00 $ - s 1,607,923 Y $ - 23
[Navajo Tribal Utitity Authority $ 260,477.00 $ (82,746} $ 54,182.00 | $ 240,913 Y $ 54,182 29
$  1,906,641.00 s - s 1,906,641 Y $ - 30
$ 203,896.00 $ S 203,895 ¥ s - n
s 29946 $ (117,061} $ - (87,115) s (87.115)
s 1,323,077 § - 1,323,077 Y $ - 34
[Public Service of New Mexico $ 357,588 $ -8 - 357,588 Y $ - 35
[Salt River Project s 10,630,434 $ - 10,630,434 Y s - 33
EDF Trading North America, LLC $ 100,111 $ -8 - 100,111 Y $ - 36
INOVO BioPower LLC $ 500,694 $ - 500,694 Y s - 37
oLF Luke AFB Main Base s 173,763 § 676 B 174,439 Y s - 1
Marine Corp $ 77,652 § -8 - s 77,652 Y $ - 1
Novo BioPower LLC s -8 27164 2716 ¥ $ 2,716
Imperial Irrigation District $ -8 52,997 ¢ 52,997 Y $ 52,997
Public Service of New Mexico $ 1,415,030 $ - $ 1,415,030 ¥ $ - 8
|salt River Project Fringe $ 26,034 $ - 18 26,038 $ 26,034
Salt River Project Schedule Q $ 772910 $ 772,910 $ 772,910
|Tucson Electric Pawer Company s 1,824,000 $ -8 - s 1,824,000 ¥ $ - 7
Unit B Irrigation & Drain H 540 § -8 E 540 Y s - 1
Yuma Cogeneration - Firm $ 1,171,007 $ -8 - s 1,171,007 Y $ - 9
Yuma-Mesa $ 4500 $ ] ) 4,500 Y $ - 1
3 [AZPS for APS Merchant P-T-P s 706,741 $ 14670]§ 721411 $ 721,014
Arizona Electric Power Cooperative $ 820 $ - s 820 $ 820
[Brookfield Energy s 91,549 $ - s 91,549 $ 91,549
City of Anaheim H 2,218,005 s - s 2,218,005 $ 2,218,005
Guzman Power Markets Lic $ 2,564 s - s s 2,564
Central Arizona Water Conservation District $ 171 $ - 18 $ 17
EDF Trading North America, LLC $ 80,264 $ - |s $ 80,264
El Pase Electric Company $ 2,308 s - $ $ 2,308
Florida Power & Light $ 1,668,861 B -8 $ 1,668,861
Gila River Power $ 138,743 $ - s s 138,743
Iberdola Renewables s 2,399 s - s $ 2,399
Imperial Irrigation District $ 5,649 $ - s $ 5,849
[Macquarie Cook Power Inc, $ 15,939 $ - s $ 15,939
[Morgan Stanley $ 226,924 $ -8 ) 226,934
PacifiCorp $ 297,812 $ 11,600 | $ $ 309,412
Nevada Power Company s 19,724 $ - s $ 19,724
Powerex $ 24,079 $ -8 $ 24,079
Public Service of New Mexico $ 36,065 $ - s $ 36,085
Salt River Project {OATT General Service} $ 30,051 H - s $ 30,051
Salt River Project $ 282,954 $ -8 $ 282,954
[Shell Energy North America $ 52,334 $ - $ $ 52,334
Southem California Edison Co. $ 27,005 s - s $ 27,005
Sun Devil Power Holdings, LLC {Wheelback) $ 83,395 $ - s $ 83,305
[TransAlta Energy Marketing $ 155,643 $ - 1S $ 155,843
[Tucson Electric Power Company $ 394,176 $ - s $ 384,178
[Tenaska Power Services Co. $ 39,807 $ - Is $ 30,807
C3 [AZPS for APS Merchant P-T-P S 288,835 B 1152 $ $ 280,987
Cargill-Alliant, LLC s 43,138 $ - s $ 43,138
I8rookfield Energy $ 7 $ - $ s 7
ICentral Arizona Water conservation District $ 183 S -8 $ 183
City of Anaheim $ 1473 $ - s $ 1473
EDF Trading North America, LLC $ 13,214 $ -1 $ 13,214
El Paso Electric Company s 4,681 B - s s 4684
Florida Power & Light $ 238,438 $ - s $ 238438
Gila River Power $ 13,677 $ -8 $ 13,677
Iberdola Renewables $ 7,304 $ - $ $ 7,304
[Macquarie Cook Power, LP. H 28,271 $ $ 2921
Mag Energy Solutions $ 54,022 $ $ 54,022
Morgan Stanley s 202,757 $ s 202,757
[Nevada Power Company $ 2,730 s - s $ 2,730
PacifiCorp $ 628193 62,419 $ 62,419
PacifiCorp $ 320,819 $ - s 320,819 $ 320819
Portiand General $ 3,684 H - s 3,684 $ 3684
Powerex $ 22,707 $ - 4s 22,707 $ 22,707
Public Service of New Mexico $ 16,936 $ - s 16,936 $ 16,936
Pugent Sound Energy $ 7 5 - S 7 $ 7
Salt River Project $ 481,177 $ -1 481,177 $ 481477
Salt River Project (OATT General Service) s 20,017 $ - s 20,417 $ 20,417
ISempra Trading Corp $ 308 $ - s 308 s 308
Shell Energy North America $ 11,399 $ - s 11,399 s 11,309
Southern California Edison Co. $ 57,866 $ - s 57,866 s 57,866
Tenaska Power Services Co. $ 32,896 $ -8 32,896 s 32,806
Transalta Energy Marketing $ 194,799 $ -t 194,799 $ 194,799
Tri-State G&T (was Plains GET) $ 677 $ - s 6717 $ 677
 Tucson Electric Power Company $ 688,758 H - s 688,798 $ 688,796
[Western Area Power Admin. {(DSW) $ 154 $ - ] 154 $ 154
[Yuma Cogeneration Association S 238 $ - 1s 238 $ 238
ap Other 1s -5 -8 (981,924) $ {981,524 $ (881,924)
Grand Total $ 31,083,340 § (t42821) $ @.278) § 30,931,241
$ 30,931,241
Difference (must be rero} -
Total 9,286,248
Exclude PTP Scheduling from Ancillary Services 69,740
Total Revenue Credits 9,216,508
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Worksheet 5 - Prepaid Items

100% 100% Gross
Non-Transmission | Transmission Plant Labor
Component (5) BOY EQY AVG Related (1) Related (2) | Related (3) ] Related (4)
PREPAID insurance 6,996,945 6,474,616 6,735,780 6,474,616
Federal tax receivable (9,715,535) 0 (4,857,768) 0
Income tax receivable 131,051,226 0 65525613 0
Sales tax receivabl! 9,201,241 0 4,600,621 0
PREPAID INSURANCE 470,543 501,686 486,114 501,686
PPD POSTAGE-PERMITS/METERS 58,834 141,308 100,071 141,308
MISC PREPAIDS 167,000 176,737 171,868 176,737
Total Plant Related 138,230,254 7,294,346 72,762,300 7,294,346
Prepaid postage 1,082,647 287,531 685,089 287,531
HR misc 50,000 419,826 234,913 419,826
Vehicle licenses 364,150 362,871 363,510 362,871
Prepaid travel 367,138 136,535 251,836 136,535
PPD SOFTWARE MAINT CONTRACTS 9,787,259 11,754,107 _ 10,770,683 11,754,107
Total Labor Related 11,651,194 12,960,868 12,306,031 12,960,868
POWER MARKETING PREPAIDS 596,480 562,679 §79,579 562,679
PREPAYMENTS-MISC BUSINESS LICE 9,316 3480 6,398 3,480
REGULATORY COMMISSION EXP-ACC 2,917,914 3,103,915 3,010,915 3,103,915
REGULATORY COMMISSION EXP-RUCO 272,686 276,096 274,391 276,096
NAVAJO PLANT LEASE - 85,176 42,588 85,176
Foothills lease 34,688 43,886 39,287 43,886
Schools and govemnments 14,618 14,618 14,618 14,618
U of A weather forecasting 0 126,233 63,117 126,233
Luke Solar lease ] 250,071 125,036 250,071
City of Phoenix solar 0 131,456 65,728 131,456
Chino 29,770 29,770 29,770 29,770
Distribution right of way 45,000 36,261 40,630 36,261
Barclay's fine of credit 32,500 17,500 25,000 17,500
Legends Entertainment Dist 253,422 626,985 440,204 626,985
PV prepaid invoics 758,370 676,956 717,663 676,956
Acquired coal bonuses 1,557,968 1,410,709 1,484,338 1,410,709
Misc business license 525 460 493 460
ACC DOCUMENT FEES 7,700 7,700 7,700 7,700
SROG Water Payment 18,269 18,269 18,269 18,269
Total Non-Transmission Related 6,549,226 7,422,220 6,985,723 7,422,220
500 kv capacitor bank 7,840,563 2,889,352 5,364,958 2,889,352
Transmission right of way 2,132,940 2,174,593 2,153,767 2,174,593
Forest Service Agreement 316,000 0 157,500 0
Wheeling Prepaid Expense 100,000 100,000 100,000 100,000
Total Transmission Retlated 10,388,503 5,163,946 7,776,224 5,163,946
Grand Total 166,819,177 32,841,381 99,830,279 7,422,220 5,163,946 7,294,346 12,960,868
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